110 STAT) PUBLIC LAW 104!1882AUG. 20, 
1846 1996 


i ertina Oe and bv Anserling after 
boaraactavh B) the 

follawi aq new Eabeeeiee a 
provides ir ene i 


insurance on red 

ee described in gecnon 807(c) 6), 

an 

(2) Paraaravh (3) of section 817(d) is 
amende Te bv oe hwees 
"or" at the end of subvaraaranbh (A). 
strikina the heried 
at the end subparagraph (B) and 
insertina bv 
insertina after sihaarcataun’ (B) the 
following new subpara- 
graph: 

"(C) in the case of funds held 
under a contract described 
in pvaragravh (2)(C). the amounts 
paid in. or the amounts 
paid out. reflect the investment 
return an the market 
vee the segregated asset 


26 USC 817 note. (b) EEPECTIVE DATE|2The amendments 
made by this section 
shall avvlv to taxable vears beginning 
after December 31, 1995. 


SEC. 1612. TREATMENT OF MODIFIED 
GUARANTEED CONTRACTS. 


(a) GENERAL _RULE!&2{Sub@art E of vart I 
of subchapter L of 
chavter 1 (relatina to conn and 
svecial rules) nded 
bv insertina after section 817 the following 
new section: 


"SEC. 817A] SPECIAL RULES FOR MODIFIED 
GUARANTEED CONTRACTS. 


"(a) COMPUTATION OF PE acl the 
case of modified 
quarant contract! aries (ii) of section 
sono} ) shall not 


"tb) SEGREGATED ASSETS UNDER MODIFIED 
GUARANTEED CON- 
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respect seareaated 
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a of is ee aa any taxable veal y 
such comobanv — shal 
recognize aain or loss’ as 
if such asset were sold for its 
fair market value on 
the last business day of such 
taxable vear. and 

"(ii) anv such aain or loss 
shall be taken into 

account for such taxable year. 


Proper adiustment shall be made 
in the amount of anv 
aain or loss subseauentlv realized 
for aain or loss taken 
into account under the vwrecedina 
sentence. The Secretarv 
mav vrovide bv reaulations for the 
application of this 
subpvaraarabh at times other than 
the times provided in 
this subparaarabh. 

(2) SEGREGATED ASSETM@For 
purposes of paraarap (1). 
the term !seareaated asset® means 
anv asset held as part of 
a seareaated account referred to in 
subsection (d)(1) under 
a modified quaranteed contract. 

"(c) SPECIAL RULE IN COMPUTING L 
INSURANCE RESERVES 
For ourvoses of avvlvina section 816(b)fl) 
(A) to anv modified 
quaranteed contract. an assumed rate of 
interest shall include a 
rate of interest determined. from time to 
time. with reference to 
a market rate of interest. 

Md) DIFIED GUARANTEED CONTRACT 
DEFINED or purposes 
of this section. the. term [modified 
quaranteed contract! m a 
contract not described in section 


